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SUBJECT 


Coc^rttmtive Analysis of Defense laqpanditwres 


l. The attached estimates are erode agpr o ac j astj nnu to the 
d«s±red Information. By the nature of the problem, it is Ww.«^vi<» 
to derive estimates in dollars that are in any sense comparable to 
similar estimates that might he mode for the OS. "Defense Shpenditures" 
refers to expenditures specifically listed as defense outlays in the 
budgets ox the countries in ftrastincu Except in the case of the USS R 
easpexaion to dollars has been Bade by using official exchange rates/ 
!/ff h L ? #ar ml ' J *** 3*aoteei relation to sppmgslate rates. For the 
®®* **» ** **tom as ten rubles to one dollar, that rate being 

a rough average of rublc-dollar price ratios for a set of capable 
rf and UB® products and therefore being somewhat leas arbitrary *n— ■> 
the official mte. We do not have sufficient iiiJanrij cm the price 
ratios for other countries to Mdse adjustments in official rates. It 
is clear, toewwr, that seme rates axe Meaningless. For instance, the 
official rate of exchange between Polish slotys and 06 dollar s was 
rscejrtly changed from I S to 1 to k to 1. It should also be pointed 
out the?.-: Bloc fiscal year is the c alendar year. The estimates for IB 
r^sea.1 years are Merely linear interpolations between calendar years. 
Finally, m do not have sufficient evidence on the degree of inflat ion 
or deflation in Bloc countries to malm any estimates at this time in 
terms of FT 1950 prices. 

2. in view of these serious deficiencies, the attached figures 
should not be considered as finished intelligence attributable to CIA. 
Along the sane lines, we urg# that the estimates not bo distributed bey ond 
the small circle that Is directly concerned with further analysis of these 
rough figures. 

3. We are attaching a recent report on analysis of Military expendi- 
tures that presents cur views an estimates in this field. 
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